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Third Party Confirmation Requests: A New Approach 
Utilizing an Expanded Field 
Horton L. Sorkin* 
University of Kansas 
This study is concerned with modifying the confirmation format i n such 
a way that the probability of an error being detected by an external party and 
then being reported to the auditor is increased. O n the basis of five field studies 
of confirmation reliability, " . . . it is clear that the (confirmation) technique is 
far from perfect." 1 The unreliability associated with confirmations results in 
part from the tendency of recipients of confirmation requests to agree wi th the 
information contained in the request even when the information is erroneous. 
In this study, this tendency is defined as Type II error or say yes behavior. 
The main purpose of the study was directed at recipient error detection 
and reporting improvement, accomplished by restricting an external party's 
ability to concur wi th the information on a confirmation request when the 
audited organization's books are i n error. If say yes behavior is decreased and 
the recipient responds to the auditor's request, the detection rate of errors i n an 
entity's books should increase with the use of the confirmation format modifica-
tion that has been developed. 
Importance of the Study 
Since the auditor relies upon evidence to evaluate the accuracy of an entity's 
books, the auditor is necessarily concerned with the reliability of the evidence 
evaluated. The auditor is effective only if audit objectives are achieved. The 
auditor is efficient if the audit objectives are achieved with as little effort (cost) 
as possible. This study is concerned wi th the improvement of an auditing 
technique by increasing the reliability of the technique. If reliability can be 
increased, then the auditor w i l l be able to perform the audit task more effectively 
and efficiently. 2 
* This paper is based on a 1976 study for which primary financial support was furnished 
by the Peat, Marwick, Mitchell Foundation and Northwest Bancorporation and a 1977 study 
for which primary funding came from Northwest Bancorporation. Both studies were also 
supported by the Twin Cities Chapter of the Institute of Internal Auditors, the International 
Institute of Internal Auditors, and the University of Minnesota. Individuals actively involved 
include Michael J. Barrett and Jack Gray of the University of Minnesota, Roger Carolus, 
Eugene Jackels, Charles Petry and, especially, Kenneth Meuwissen of Northwest Bancorpora-
tion. Virginia Sorkin's aid in data processing and analysis is acknowledged. 
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Reliability is defined as the degree to which audit evidence corresponds to 
an entity's books under the condition of accurate entity bookkeeping. If the 
entity's books are inaccurate, then reliable audit evidence should result i n the 
auditor becoming aware of the inaccuracy. For example, if the instrument that 
the auditor uses to collect evidence is 100 percent reliable and the auditor is 
totally competent, then the auditor w i l l be aware of all errors existing within the 
sample population. If, however, the instrument is only 20 percent reliable, the 
competent auditor would, on the average, be aware of only one-fifth of the 
errors within the sample population. 
The Expanded Fie ld 
A n y modification of the confirmation format that reduces the respondent's 
ability and eagerness to say yes should increase the confirmation technique's 
reliability i n the detection of discrepancies. There are two rationales suggesting 
that reliability w i l l increase. First, a respondent is encouraged to perform the 
comparison component of the task, detect errors, and note the discrepancy on 
the confirmation. Thus, the detection rate increases. Second, the say yes re-
cipient may decline to respond. In this case, the net detection rate w i l l increase 
by definition.* The positive confirmation request is unambiguous if a recipient 
desires to say yes because there is only one amount to be confirmed. By not 
taking exception, the say yes respondent indicates that the amount shown on 
the request is correct. One way to prevent say yes behavior is to make the con-
firmation ambiguous with respect to the account balance i n the audited entity's 
books. 
Exhibit 1 represents a confirmation format with added ambiguity. The 
current practice of including correct information i n the request may be main-
tained wi th this format. (Correct information is that which agrees with the 
entity's books.) One of the amounts on the request may be correct information. 
Those recipients who would say yes to a positive confirmation have a limited 
number of behaviors available when faced wi th a request such as that shown i n 
Exhibit 1. 
T h e recipients may refuse to respond, i n which case the Type II error for 
these recipients is reduced to zero if errors exist i n the entity's books. The zero 
error results since a Type II error only occurs i f the recipients confirm accounts 
that are incorrect, and by not responding they do not confirm. 
The recipients may correctly perform the task and their personal records 
may be correct. In this case, the Type II error is again reduced to zero because 
they would detect and notify the auditor if any discrepancy existed. A s a result, 
the net detection rate increases since the rate is a function of the number of 
detections. 
*Net detection rate is a function of detections divided by responses. If the number of 
say yes respondents become nonrespondents, mathematically the detection rate must increase 
if four conditions hold. The four conditions are that errors exist in the entity's books, that 
some recipients' records are correct, that some recipients have performed the task associated 
without error, and that some respondents advised the auditor of errors. The appendix to this 
paper describes measures (rates) used. 
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Exhibit 1 
E X P A N D E D F I E L D F O R M A T U S E D BY S T U D Y 
1. Compare the information shown below with your records for 
the date indicated. 
2. If none of the amounts agree with your records, please indicate 
the balance shown by your records. 
3. Please sign, date, and return this form directly to the auditor. 
A self addressed envelope has been provided for your convenience. 
* * * * T H I S IS N O T A R E Q U E S T F O R P A Y M E N T * * * * 
Comments: 
Account Number 00123456789 
Current balance as of Nov. 5, 1978 
*** circle the correct amount *** 
$3,763.82 $3,961.92 $4,160.02 
Another behavior is for the recipients to incorrectly perform the task and 
take exception due to poor task ability or their own inaccurate records. If the 
entity's books are correct, there is an increase i n Type I errors because a Type I 
error is an exception to a correct request. If the entity's books are incorrect, this 
behavior may result i n a reduced Type II error when the auditor uses alternative 
procedures to determine if the exception is proper. Enough evidence may be 
present i n either the reply or the entity's books for the auditor to conclude that an 
error exists. 
Yet another possibility is that recipients may guess and circle an amount, 
or purposefully circle an amount they consider to be favorable. If the entity's 
books are correct, this behavior results in an increase in Type I errors by definition. 
If the entity's books are incorrect and the amount that reflects the entity's incor-
rect books is randomly assigned to a position on the request (Exhibit 1), there 
is a probability that one-third of the time a Type II error w i l l occur since the 
respondent i n guessing may circle the amount that the auditor believes to be 
correct. 
By the very nature of Exhibit 1, the probability of randomly choosing the 
correct amount from the three choices is only one-third. If a recipient circles an 
amount other than the amount the auditor believes to be correct, whether the 
auditor is able to determine i f the entity's books are incorrect depends upon the 
effectiveness of the auditor's alternative procedures i n detecting errors. There-
fore, for this final case, the reduction of Type II errors is not determinant. For 
all these behavioral patterns of say yes confirmation recipients who are confronted 
with Exhibit 1, Type II errors are either reduced or at worst the same Type II 
error rate would prevail as would be expected with the use of the traditional 
positive confirmation request. 
The Exhibi t 1 format, which has been developed by the author, is called 
the expanded field confirmation, or expanded field, i n the remainder of this 
paper. The term expanded field is derived from the fact that the recipient has 
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a field of alternatives from which to choose.* For the positive or negative con-
firmation request there is only one signal (one amount) i n the recipient's de-
cision field, and the requested response is true/false or dichotomous. Compared 
to the positive or negative, the expanded field confirmation is a limited expansion 
of the number of signals (three) in the recipient's decision field. The requested 
response is polychotomous as the recipient may either agree with one of the 
three amounts or take exception to all three of the amounts by conceptually 
responding as if to a multiple choice test with the comments space as a fourth 
choice and representing "none of the below" (is correct). The term "expanded 
field" refers to this expansion of the number of signals in a confirmation request 
compared to the single signal of the traditional positive or negative form. 
The analysis of the recipient's response behavior is l imited. T h e question 
of the recipient's motivation and perception of confirmations has not been 
completely analyzed. W h y anyone responds correctly to a confirmation is com-
plex. Likewise, why anyone refuses to respond or why anyone performs the 
task erroneously is open to conjecture. The desirability of the expanded field 
is dependent, i n part, upon the validity of the assumption that say yes behavior 
exists, and also upon the validity of the assumption that say yes behavior can 
be converted into proper task performance behavior if the expanded field format 
is used. 
Experimental Methodology and Design 
The purpose of this study, as stated, has been to determine whether Type II 
error rates are reduced, and hence if confirmation reliability is increased when 
the expanded field confirmations are used by the auditor instead of positives or 
negatives. A Type II error can occur only when an entity's books are incorrect. 
T o test for Type II error, erroneous entity bookkeeping may be simulated by 
mail ing confirmations with misstated information. The recipient of such a 
confirmation request receives information believed to have been generated d i -
rectly from the entity's books, and hence even if the entity's books are correct, 
an appearance of erroneous entity bookkeeping is transmitted to the recipient. 
Therefore, the methodology appropriate to experimentally measure the Type II 
error rates for various confirmation formats requires an organization to mail 
confirmations with deliberately misstated information, and then to analyze the 
responses.3 This is the methodology that was used i n this study. 
Table 1 is a summary of the experimental design used in the study com-
mencing with the mailing of 2,280 positive, negative, and expanded field con-
firmation requests on November 9, 1976, to debtors with installment loan ac-
counts with a large metropolitan bank. Prior to the printing of the requests, 
the total account population was randomized using a computer algorithm fur-
nished by James K . Loebbecke of Touche Ross and Company. Subsequent 
analyses of the accounts did not reject the hypothesis that the accounts were 
randomized. Thus, statistical analyses could be run that assumed randomization. 
* I would like to thank Professor Gordon B. Davis, of the University of Minnesota, who 
helped me provide the name by pointing out that I had "expanded the respondent's decision 
field." 
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Table 1 
E X P E R I M E N T A L D E S I G N 1 
Confirmation 
Type E r r o r 2 % Spread 3 
C e l l Sample 
Size 4 
Positive None 120 
Positive Small high .... 120 
Positive Large high .... 120 
Positive Small low .... 120 
Positive Large low .... 120 
Negative Small high .... 120 
Negative Large high .... 120 
Negative Small low .... 120 
Negative Large low .... 120 
Expanded field None 5 % 120 
Expanded field None 10% 120 
Expanded field Small high 5 % 120 
Expanded field Large high 5 % 120 
Expanded field Small low 5 % 120 
Expanded field Large low 5 % 120 
Expanded field Small high 10% 120 
Expanded field Large high 10% 120 
Expanded field Small low 10% 120 
Expanded field Large low 10% 120 
Total 2280 
1On all expanded field confirmation requests, the accounts are partitioned uniformly 
among the three decision points. 
2Small error is the smaller of 2% of the correct balance or $4.87. Large error is the 
smaller of 6% of the correct balance or $154.63. 
3% Spread is the distance between the amounts in the expanded decision field. For 
example, if the correct account balance was $100.00, the error was Large high, and the % 
Spread was 10%, the amounts in the expanded field confirmation would be either 
($100 X 6% = $106.00): $ 84.80 $ 95.40 $106.00 
or $ 95.40 $106.00 $116.60 
or $106.00 $116.60 $127.20 
4 Sample size is predicated upon a response rate of approximately 75%. Some uneven 
shrinkage of cell sizes occurs since duplicate accounts are not eliminated until the analysis 
stage of the study. 
A total of 1,917 accounts were suitable for the analysis of the results. The 
elimination of 363 accounts was due to 281 duplicate loans to the same person 
or household, 52 due to telephoned inquiries by recipients to the bank, and 30 
because of mai l delivery delays. 
Table 2 is the distribution of the outstanding loan balances of the accounts 
used in the study. The average balance was $3,565. 
A n average large error of $110.97 was included with 805 of the requests, and 
the remaining 811 discrepant requests were misstated by an average $4.80. The 
remaining 301 requests i n the study contained correct information. 
Because the major emphasis of the study was an attempt to determine if 
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Table 2 
DISTRIBUTION O F A C C O U N T B A L A N C E S 
Category Percent 
T o $200.00 2.2 
F r o m $200.01 to $500.00 7.5 
F r o m $500.01 to $1,000.00 12.9 
F r o m $1,000.01 to $2,000.00 22.6 
F r o m $2,000.01 to $5,000.00 36.6 
F r o m $5,000.01 to $10,000.00 12.1 
F r o m $10,000.01 to $20,000.00 5.0 
Over $20,000.01 1.1 
Total 100.00 
the error detection reliability of currently used confirmation formats could be 
improved, the field study attempted to follow currently used procedures. This 
consideration of current practice caused the study to follow a time sequence 
of a normal confirmation effort, and to use typical confirmation text material on 
the requests. Few restrictions were imposed on the study, and a complete cross 
section of normal installment loans was included except for a small group of 
commercial leasing accounts. 
Results 
Table 3 is the frequency data matrix for all formats, error treatments, and 
responses. Table 4 is the percentage rate data matrix derived from Table 3 
using the measures described i n the appendix to this paper. The statistical 
methodologies used included chi-square tests and hierarchical log-linear model-
ings of statistical significance. 4 It can be seen from Table 4 that gross and net 
Type II error rates are lower for expanded fields than for either positives or 
negatives. 
Gross Detection Rates. The gross detection rate is calculated by dividing the 
number of detections by the number of requests mailed. This rate is used to 
compare the three formats because it is generally assumed that negatives have a 
100 percent response rate and the negative nonresponders have verified the in -
formation on the request. 
The most significant variable in the explanation of the differences in gross 
detection rates for the various experimental treatments i n Table 4 is the con-
firmation form. The expanded field is markedly superior to the positive, and 
the negative is the inferior format for error detection. 
T w o other variables are significant in the explanation of the gross detection 
rates. First, detection increases if a large rather than a small error is present, 
regardless of other variables, as is apparent in Table 4. A detection rate increase 
occurred for two of the three confirmation forms when a large rather than a 
small error was present. 
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The most important conclusion based on the results is that detection rate 
increases are explained by both the type of confirmation request and the direc-
tion of the error. W i t h reference to Table 4, this conclusion is primarily the 
result of the large increase in detection rates for the positive format when the 
direction of the error was high rather than low, regardless of the magnitude 
of the error. 
Net Detection Rates. The net detection rate is calculated by dividing the num-
ber of detections by the number of responses received. This rate is appropriate 
only for the comparison of the expanded field and positive formats because only 
these provide the auditor with response rates. 
Aga in , the most significant variable in explaining the results is the detection 
superiority of the expanded field compared to the positive. 
T w o other variables, however, are notable in the explanation of the data. 
First, regardless of the format, detection is affected by both the direction and 
magnitude of the error. For example, when the error is large high, the detection 
rate is expected to be larger for either format. Second, regardless of the direc-
tion of the error, the large error and the choice of the format affect detection. 
This result is largely due to large percentage increases i n detection wi th the 
positive when the error is large, although this is also true of the expanded field 
to a lesser extent. 
Response Rates. Response rates are important to the auditor. W h e n recipients 
of a positive or expanded field do not respond, the auditor may be forced to 
use costly alternative procedures to ascertain the accuracy of material non-
responder account balances and to increase sample size in other situations. If a 
significant difference in the response rates exists between two formats, ceteris 
paribus, then the format that results in a lower response rate is more expensive 
for the auditor to use. 
A s a result of statistical tests, the nul l hypothesis could not be rejected 
that there is no difference i n the response rates between the positive and expanded 
field formats. The major factor i n a descriptive sense was the high 84.4 percent 
response rate associated with the positive format for the large high error treat-
ment. Although statistically an 84.4 percent rate is not unexpected, it would 
be useful to determine whether the higher response rate for this treatment would 
recur in a replication of this study. 
Expanded Field Spread. A s explained in footnote 3 of Table 1, two different 
degrees of spread between the signals in the expanded field were included i n 
the study to ascertain the effect of varying the spread. The spread treatment 
created no significant difference in response or detection rates with the ex-
panded field. 
A Replication. Currently, data is being analyzed from a 1977 study run with 
an installment loan population i n a bank located several hundred miles from 
the site of the 1976 study discussed i n this paper. Tentative results from this 
current study support all the 1976 results. Addit ional variables are also being 
tested i n this new study. Table 5 summarizes the comparison of the two studies, 
experimental populations—a typical problem with empirical research. Whether 
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Table 5 
C O M P A R I S O N O F T W O S T U D I E S 
(Net detection rates) 
Expanded Fie ld Positive 
89% 4 5 % 
94% 43% 
Negative 
1976 
1977 
18% 
17% 
Conclusions 
The results of this field study should not be generalized beyond the specific 
these results w i l l hold for different populations is conjecture. This uncertainty 
points to the need for replications of the study. 
A t this time, the conceptual motivation for and the use of the expanded 
field format is unique to this study. A question exists as to whether results 
achieved i n this study are due to the novelty of the format, or whether the 
observed results w i l l persist over time. 
T o promote internal validity, the scope of the experimental treatments was 
limited. Perhaps the use of different levels of error treatments, format modifica-
tions, and different sequencing of events would lead to different results. 
Al though the appropriateness of statistical methodologies is usually subject 
to question i n a study of this type, the methodology used did not l imit the con-
clusions presented. The size of the experiment and the size of the differences 
that existed in the original analysis data matrix for various treatments would 
have resulted in the same conclusions with the use of almost any other statistical 
methodology. 
The results of this study indicate that the expanded field format is sig-
nificantly more reliable than either the positive or the negative format. T h e 
Type II error rates, whether gross or net, associated with the expanded field 
were a small fraction of the rates experienced with the use of the other two 
formats. ( O n the average, the gross Type II error rate for the expanded field 
was 19.3 percent of the positive rate and 9.7 percent of the negative rate. The 
average net Type II error rate was 20.1 percent of the positive rate and 12.9 
percent of the negative rate.) The detection ability of the expanded field was 
also superior to either the negative or the positive, regardless of the amount or 
direction of the error treatment. Even without the use of second requests, the 
expanded field was a significantly more reliable confirmation format than either 
of the other two formats. 
Possible Implications 
If the results of these two studies persist over other account populations in 
which the auditor uses confirmations to ascertain account balance accuracy, the 
following recommendations are offered: 
1. Because the cost structures of the positive and expanded field 
are similar, use of positives is discouraged. Even though the slightly 
higher Type I error rate experienced with expanded fields implies greater 
cost, this should be offset by the smaller sample sizes implied by the 
increased reliability of the expanded field format. 
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2. N o recommendations are offered concerning the negative con-
firmation form. The radically different cost structure of the negative 
vis-à-vis the expanded field imply the desirability of performing a 
benefit/cost study to resolve this issue. However, the results of these 
two studies and previous studies on confirmation reliability might bring 
into question the legal defensibility of evidence derived from the use 
of negatives.5 
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Appendix—Measures 
Measures are developed below to describe the study's results and to quantify 
those errors that may occur with the use of the confirmation technique. Exhibit 
A is used to derive these measures. The assumption is made that the information 
on the confirmation request sent to the recipient agrees wi th the entity's books 
since this is common auditing practice. However, as this study deliberately 
introduced errors into the requests, an entity wi th incorrect books is presumed 
to be simulated i n the study and therefore the results expected under such cir-
cumstances can be projected by the auditor. 
Exhibit A 
D E R I V A T I O N O F M E A S U R E S 
R E C I P I E N T B E H A V I O R 
E N T I T Y ' S B O O K S A R E 
C O R R E C T | I N C O R R E C T 
Does not respond A E 
Responds & refuses task B F 
Agrees with confirmation C G 
Correct about exception N o t possible H 
Incorrect about exception* D J 
* A recipient may take exception to a confirmation and the auditor may still conclude 
that the entity's books are not in error. For instance, a recipient may protest a penalty charge 
for a late payment on a loan and the charge is justified. 
Types of Errors w i t h the Expanded F ie ld . Three types of errors were found 
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to be possible with the introduction and use of the expanded field format. First, 
the information on the request may be correct, but the respondent may circle a 
wrong amount. If the entity's books are correct, the auditor, by the use of 
alternative procedures, may conclude that the entity is correct and the respondent 
i n error. Th is respondent behavior is defined as a Type I error i n Table 4 and 
may occur with any form of confirmation. 
Second, an error occurs when the information on the expanded field request 
and the entity's books are erroneous and the respondent circles the amount 
which is shown on the entity's books. This is defined as a verification, and is, 
therefore, a Type II error. This behavior is essentially the same as the behavior 
when a positive form is sent and the respondent "confirms" an incorrect amount. 
A unique type of error that may result from the expanded field format 
occurs when the entity's books are incorrect and the respondent circles one of 
the two amounts that the auditor knows does not reflect the entity's booked 
amount for the account. For purposes of this analysis, this circling of the wrong 
signal or amount is classified as a detection. The rationale for this classification 
is an assumption that the auditor w i l l , by alternative procedures, discover that 
the account is erroneously booked and hence detect the erroneous account. 
For positives and the expanded fields, the following measures are used for 
the analysis of Exhibit A : 
Response rate = ( C + D ) / ( A + C + D ) or 
( G + H + J )/(E + G + H + J) 
Gross Type I error rate = ( D ) / ( A + C + D ) 
Net Type I error rate = ( D ) / ( C + D ) 
Gross detection rate = ( H ) / ( E + G + H + J) 
Net Type II error rate = ( G + J ) / ( G + H + J) 
Gross detection rate = ( H ) / ( E + G + H + J) 
N e t detection rate = ( H ) / ( G + H + J) 
Task refusal rate = ( B ) / ( B + C + D ) or ( F ) / ( F + G + H + J) 
Since the response rate for negatives is assumed to be 100 percent, net and 
gross rates for any one measure are identical. For negatives, the following 
measures are used: 
Type II error rate = ( E + G + J )/(E + G + H + J) 
Detection rate = ( H ) / ( E + G + H + J) 
Task refusal rate = ( F ) / ( E + F + G + H + J) 
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